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Statement of Rationale and Basic Strategx

1. Despite its small size and negligible influence in world affairs,
Panama occupies a unique position of importance in terms of U.S. interests
in the Western Hemisphere. These interests, primarily geopolitical and
strategic in nature, derive directly from (a) the existence of the present
Canal and (b) the possibility that an interoceanic sea-level canal may
at some future date be constructed through Panamanian territory. The
present Canal has brought with it a wide range of U.S. civilian and
military activities which are important not only because they relate to the
maintenance and operation of the Canal for the benefit of world commerce
but because they also contribute to the fulfiliment of U.S. global strate-
gic needs and, more specifically, to the maintenance of the U. S. position
in Latin America. Thus, U.S. policy toward Panama fundamentally seeks to
promote political and economic stability in the country, not only as one
of our basic worldwide objectives, but, more particularly, so that U.S.
installations on the Isthmus can efficiently and safely execute their
assigned functions. Given the possibility of eventual construction of a
sealevel canal, U.S. policy also seeks to create an appreopriate political
and economic climate which will permit both the building of a sea-level
canal and the establishment of mutually acceptable arrangements for its
ownership, operation and defense.

2. Fundamental to any consideration of ti : Panama vroblem is recogni
of the fact that over the long run it would be costlv and difflcultAio

.Reld an enclave by military force in hostile territory. The best assurance,

therefore, for the proper functioning and defense of the Panama Canal

would be a_treaty arrangement that both countries consider satisfactory.
The primary U.S. objective in concluding with Panama a new treaty for the
Panama Canal, a tresty under which a sea-level canal might be built in
Panama, and a defense agreement coverlng United States bases and forces in
Panama, is to eliminate or at 1éast reduce the principal causes of political

tension and conflict between our two countries, This conflict has at tinzs
erupted into serious violence and is not only prejudicial to the cp2ration
and defense of the Canal but also adversely affects the United States
positicn in the Hemiaphore and the rest of the world. Th=2 new canzl traaty
arrangenant will meet at l=sast some of Panama’'s long standing canzl espire-
tions for recognition of her sovereignty over the canal, and assurs Pornamaz
greater incomz from the canal and participation in its op2ration. This
recognition of Panamanian aspirations should parmit tha maintenarﬁe of th=
United States presence in Panama required for tha efficient operation and

defense of the pressnt canal and any new canal which might be tuilt in
that country.
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In the meantirme and pending conclusion of the treaty negotiations, the
United States, gs parf of J&s effort to lessen political and social tensions
I Panana Jhself, is supolving assistance in the countrv's economic and
social development and in the modernization of the country's economic and
social institutions. In support of these goals, the United States is
encouraging a more equitable distribution of incore and the more efficiont
use by Panama of both its own resources and the financial and technicsl
assistance available to it under the Alliance for Progress. To help assurc
the stability necessary for the fulfillment of t{hese political andé econcric
goals, the U.S. has supported the development of a limited Panaranian para-
military capability which perforns normal volice and internal security
functions and may help "contain" disorders and violence directed azainst U.3,
installations in Panama. The U.S. psycwlogical and cultural effort corcon-
trates on making Panemanians aware of U.3. efforts in support of Panar s
econonmic and social develooment and on convineing the Panamanian reoovle that
the U.S. presence on the Isthrmus iz both necessary and compatible with
own national interest. In sum, the U.S5. hopes to be effective in contribus
tQ reductions of political, econocuic and social tensions, therchy droaotin:
atmosphere in which Panemanian susceptibility to extrenis:t and arsi-~U.3.
doctrines will be markedly reduced and in which Panama will be encourssed
to get on with the job orf develonment and modernization in a reszonsible
manner,

3. The influence of th: U.S. in Panama is extensive. 1In the minds
of many Panamanians, it has been overvwhelming. FPanama seeks through new
Canal treatizs to limit the exercise of U.S. powaer and to establish a
"Panama for Panamanians' by ensuring its political and economic "soversignty
over its own resources. "Successful' treaties -- those which will result
in the achievement of Panaminian goals without the compromising of the
basic U.S. national interests -- will probably mean that Panama will con-
tinue o remain receptive to the U.S. influence, although more nearly on
Panamanian terms and more nearly as an equal than in the past. The ties
of history, education, and cormerce are strong: generally, the Panamanians
admire the democratic functioning of U.S. political institutions, and
Panamanian acceptance of the principles and many of the practices of the
Alliance for Progress suggests 2 sslow but positive trend toward the goal
of economic democracy. If, however, the draft treaties fail to satisfy
Panamanian aspirations, the always latent, and sometimes active, antagonists
of many Fanamanians toward the U.S. can be expected to erupt in various
forms. The abilifyv of the ¥. S. to exer: diplomatic influence in tha
cuntry would In that cas¢ ‘be seriously limited.

1)

1.

4, 1t is strategically important that the U.S. presence in Pancra

continue in some form for the forescoable future._. There is therefore a
practical and urgent need to devise arrangaments which will facilitate
the on-going cooperation and joint undertakings of the two countries by
recognizing the psychological and emotional needs of the Panamanians for
"Indeperdence" while at the same time pretecting our own fundamental and
special interests {n the country. Panama might, for example, seel to
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strengthen its ties with other Latin nation&, both in the light of

eventual new treaty arrangements
toward hemispheric integration.

‘and as a partner in the movement
Such actions would not be incompatible

with U.S. étrategic and political interests in Panama and the hemisphere,
provided they do not assume an anti-U.S. discriminatory character or do
not become the vehicle for injecting the political considerations of

other countries into what are es
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